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Ezinqoleni Municipality 


Approval of annual financial statements 


I am responsible for the preparation of these annual financial statements, which are set out on pages 
5 to 25, in terms of Section 126(1) of the Municipal Finance Management Act and which I have 
signed on behalf of the municipality. 

I certify that the salaries, allowances and benefits of Councillors as disclosed in note 23 of these 
annual financial statements are within the upper limits of the framework envisaged in section 219 of 
the Constitution, read with the Remuneration of Public Office Bearers Act and the Minister of 
Provincial and Local Government's determination in accordance with this Act. 


Countersigned: 


Mr SM Nsusha 
Acting Municipal Manager 


Chief Financial Officer 


BCele 


Dated: 


Dated: 
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Ezinqoleni Municipality 


MAYOR'S FOREWORD FOR THE YEAR ENDED 30 JUNE 2009 


During the 2008/2009 financial year, Ezinqoleni Municipality was working under pressure to ensure that the 
audit outcome changes for the better. The municipality was facing more developmental challenges which 
was accompanied by past poor audit outcome. 


We have planned to meet the challenges through enhancing service delivery to the people of Ezinqoleni 
Municipality, which we have achieved successfully. The municipality managed to build a number of roads 
where there were no roads at all, through the assistance of the Municipal Infrastructural Grant (MIG). We 
used our own grader to maintain some of the access roads and pile the gravel and employ local people to 
maintain those access roads. 


Working together with the Ugu District Municipality, people have now access to the clean water, proper 
sanitation and construction of community facilities like sport fields, community halls and town rehabilitation 
programme 


We have been assisted by the Provincial Treasury, Municipal Support Programme unit, in the GRAP 
Conversion Initiative where they have employed PricewaterhouseCoopers (PwC) to initiate this process. 
They were expected to clean up our financials in order for them to be able to have their opening balances 
correct for their task in 201 0. 


In terms of IDP, Budget and PMS, the municipality has managed to achieve alignment between the three 
documents. 


I wish to thank councillors, staff, Ugu District Municipality, Provincial Treasury, Department of Local 
Government and Traditional Affairs, service providers and other role players for their united commitment to 
the Ezinqoleni Municipality during the financial year ended and hope that they will continue to commit 
themselves to the betterment of the lives of our people. 


I thank you 


Cllr M.A.I\/IPISI 

HIS WORSHIP THE MAYOR: EZINQOLENI MUNICIPALITY 
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TO BE PROVIDED BY THE AUDITOR GENERAL AT THE END OF THE AUDIT 
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Ezinqoleni Municipality 


REPORT OF THE CHIEF FINANCIAL OFFICER FOR THE YEAR ENDED 30 JUNE 2009 

It gives me a great pleasure to present the financial position of Ezinqoleni Municipality at 30 June 2009 and the results of its 
operations and cash flows for the year then ended. 


The Balance sheet at 30 June 2009 reflects reserves amounting to R7 734 418. Reserves amounting to R3 929 887 are not 
cash backed and are therefore not available for any expenditure. This has been inherited from prior periods and the 
Municipality Management is trying to come up with ways to deal with this issue. The Municipality still has cash flow problems 
but managements hopes to change the accumulated loss situation in future. 

The Municipality has made call accounts short term investments in this financial year, which have resulted in interest earned of 
R200 006. This is a slight improvement compared to prior years. Our bank balances have also increased compared to prior 
years as we come from overdrafts. The increase in creditors mainly due to the accruals. 


OPERATING RESULTS 



2009 

2009 


% 


Actual 

R 

Budget 

R 

Difference 

Difference 

Income 

Grants and subsidies 

12,504,879 

14,158,067 

-1,653,188 

-13% 

Property rates 

151,555 

10,000 

141,555 

93% 

Rental Income 

7,281 

7,000 

281 

4% 

Sundry Income 

37,281 

- 

37,281 

100% 

Traffic Fines 

90,653 

100,000 

-9,347 

-10% 

Learners applications 

48,285 

12,839,934 

48,400 

14,323,467 

-115 

(1,483,533) 

0% 

Expenditure 

Salaries, wages and allowances 

6,134,639 

5,726,041 

408,598 

7% 

General expenses & grant expenditure 

4,862,246 

8,459,133 

-3,596,887 

-74% 

Repairs and maintenance 

118,773 

113,000 

5,773 

5% 

Council's general 

1,750,667 

1 ,747,074 

3,593 

0% 

Capital charges 

264,145 

269,991 

-5,845 

-2% 

Contributions to fixed assets 

32,418 

- 

32,418 

100% 

Contributions to leave pay 

88,056 

13,250,945 

384,733 

16,699,972 

-296,676 

3,449,027 

-337% 


Net (deficit) for the year 


(411,011) (2,376,505) 


There was budgeted vat recovery of R2 415 983 relating to prior periods and this financial year, the receipts from SARS 
amounted to R 2 681 981 , and R1 667 773 relates to the prior year. 

Explanations of significant variances are as follows: 

N1 - Operating grants received are accounted for in reserves and only transferred to income when a matching expense is 
incurred. 

N2 - First year implementation of the Muncipal Property Rates Act. 

N3 - Expenditure was monitored in order to reduce the budgeted for deficit. 

N4 - Assets funded from Equitable Share were not budgeted for seperately but included under the General expenses budget. 
N5 - Contribution is based on actual leave balances due at year end which where less than budgeted for. 


PRIOR YEAR ERRORS 

It should be noted that prior year figures have been restated due to fundamental and pervasive errors , for details refer to note 
32. 
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CAPITAL EXPENDITURE 



2009 

2009 


% 

ASSET CATEGORY 

Actual 

Budget 

Difference 

Difference 

Computer Equipment 

402,838 




Office Equipment 

93,457 




Plant and Machinery 

17,938 




Land and Buildings 

3,646,527 




Access Roads 

5,060,087 




TOTAL CAPITAL EXPENDITURE 

9,220,847 

9,400,865 

180,018 

2% 


A complete analysis of capital expenditure (budgeted and actual) per department, classification or service is included in 
appendix C. 


POST BALANCE SHEET EVENTS AND CONTINGENT LIABILITIES 

No material items and/or events, pertaining to the 2008/2009 financial year have occurred subsequent to balance sheet 
date that warrants reporting on. 

GENERAL 

There are three employees in the traffic department suspended for the whole twelve month period pending the 
investigation by the Department of Transport, in the period of suspension these employees were paid a full salaries. The 
report is now ready for the municipality to start the process of prosecuting the matter. 


EXPRESSION OF APPRECIATION 

I am grateful to the Mayor, members of Council, the Municipal Manager and staff for their encouragement and 
support, given during the course of the 2008/2009 financial year. 


BCele 

Chief Financial Officer 


Date 
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Ezinqoleni Municipality 

ACCOUNTING POLICIES 

1 . Basis of Presentation 

These financial statements have been prepared so as to conform to the standards laid down by the Institute of Municipal Treasurers 
and Accountants in its Code of Practice (1997) and the Report on Published Annual Financial Statements{ Second edition January 1996) 

The financial statements are prepared on the historical cost basis, adjusted for fixed assets as more fully detailed in paragraph 
two below. 

The financial statements are prepared on the accrual basis as stated: 

- Income is accrued when measurable and available to finance operations. Certain direct income is accrued when received, such as traffic fines . 

- Expenditure is accrued in the year it is incurred. 


2. Fixed Assets 

Fixed Assets are stated: 

- at historical cost, or 

- at valuation (based on the market price at the date of acquisition) where assets have been acquired by grant or donation. 

- while they are in existence and fit for use, except in the case of bulk assets which are written off at the end of their estimated life as 
determined by the Chief Financial Officer. 

Depreciation: 

The balance shown against the heading 'Loans Redeemed and Other Capital Receipts' in the notes to the balance sheet is tantamount to a 
provision for depreciation, however, certain structural differences do exist. By way of this 'Provision' assets are written down over their estimated 
useful life. Apart from the various council funds, assets may also be acquired through: 

Appropriations from income , where the full cost of the asset forms an immediate and direct charge against the operating income, and 
therefore it is unnecessary to make any further provision for depreciation. 

Grant or donation, where the amount representing the value of such grant or donation is immediately credited to the 'Loans Redeemed and Other 
Capital Receipts' account 

Fixed assets are financed from different sources, including external loans, operating income and grants. These loans and advances are repaid 
within the estimated lives of the assets acquired from such loans or advances. 


3. Reserves 

Reserves are created for all conditional grants. These reserves detail the expenditure, contributions and unspent amounts for the accounting period. 


4. Retirement Benefits 

Ezinqoleni Municipality employees contribute to the Natal Joint Municipal Pension Fund and its councillors contribute to the Municipal Councillors 
Pension Fund which provides retirement benefits to such employees and councillors. 

The retirement benefit plan is subject to the Pension Funds Act, 1 956, with pensions being calculated on the final pensionable remuneration paid. 
Current contributions are charged against operating income on the basis of current service costs. Unfavourable experience adjustments and the 
cost of securing increased benefits are written off over the lesser of the remaining period of service of employees or five years. 

Favourable experience adjustments are retained in the retirement benefit plan. 

Full actuariai valuations are performed at least every three years . 


5. Investments 

Investments are shown at the lower of cost or market value if a permanent decline in the value occurred. 
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Ezinqoleni Municipality 


ACCOUNTING POLICIES 

6. Provisions 

Certain provisions have been estabiished where required, or considered necessary, and these inciude- 

Leave pay provision 

Provisions are recognised when the municipality has a present obligation as a result of past events and it is probable that this will result in an 
outflow of economic benefits that can be estimated reliably. Provision for staff leave represent a sum of the present obligation by the Municipality 
in respect of leave due and payable at year end. 

Bad Debts Provision. 

Provision for bad debts is raised to meet the likely non-payment for services consumer debtors. 


7. Leased assets 

Fixed assets held under finance leases are capitalised . Such assets are effectively amortised over the term of the lease agreement. 

Lease finance charges are allocated to accounting periods over the duration of the leases, by the effective interest rate method, which reflects the 
extent and the cost of the finance lease utilised in each accounting period. 

All other leases are treated as operating leases and the relevant rentals are charged the operating account in a systematic manner related to the 
period of use of the assets concerned. 


8. Income recognition 
Assessment Rates 

Ezinqoleni municipality applies differential rating system based on the use of property. The rates levied are based on the properties value of the 
Ezinqoleni municipality complied with the Municipal Property Rates Act (S 21) in respect of the compulsory phasing in of certain rates, 
hence the 75% phasing discount was applied . 
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Ezinqoleni Municipality 

BALANCE SHEET AT 30 JUNE 2009 


CAPITAL EMPLOYED 
Reserves 

Accumulated deflclt 
Long term llabllltles 


Note 2009 

R 

1 7,734,417 

10 (4,617,656) 

2 397,894 

3,514,655 


EMPLOYMENT OF CAPITAL 

Flxed assets 3 605,716 


Net current assets 


2,908,939 


Current assets 


4,461,587 


Debtors 

Short term investments 
Cash and bank 


5 

4 

24 


657,057 

1,505,493 

2,299,037 


Current llabllltles 


1,552,648 


Current portion of the iong term iiabiiity 
Creditors 
Provisions 


2 

7 

6 


207,822 

1,172,094 

172,732 


3,514,655 


2008 

R 

6,622,564 

(5,893,207) 

281,102 

1,010,459 


411,014 

599,445 

1,038,271 

25,678 

1,012,593 

438,826 

129,912 

208,143 

100,771 

1,010,459 
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Ezinqoleni Municipality 

INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2009 


2008 

Actual 

income 

R 

2008 

Actual 

expenditure 

R 

2008 

Surplus/ 

Deficit 

R 


2009 

Actual 

income 

R 

2009 

Actual 

expenditure 

R 

2009 

Surplus/ 

deficit 

R 

2009 

Budget 

surplus/ 

deficit 

R 

1 1 ,452,485 

1 1 ,433,842 

18,643 

RATE AND GENERAL SERVICES 

General 

12,839,934 

13,250,946 

(411,012) 

(2,376,505) 

- 

- 

18,643 

Total 

12,839,934 

13,250,946 

(411,012) 

(2,376,505) 


603,329 Appropriations for the year 1 0 


1 ,686,563 


621 ,972 
(6,515,179) 


Net surplus for the year 
Accumulated deficit at beginning of year 


1,275,551 

(5,893,207) 


(5,893,207) Accumulated deficit at end of year 


(4,617,656) 
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Ezinqoleni Municipality 

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2009 


Note 


2009 

R 


2008 

R 


CASH RETAINED FROM OPERATING ACTIVITIES 


12,179,389 

6,200,158 

Cash generated by operations 

12 

1,767,451 


497,902 

Investment income 


200,006 


- 

(Increase) /decrease in working capitai 

13 

209,196 


(223,093) 



2,176,653 


274,809 

LESS : Externai interest paid 


97,541 


84,721 

Cash available from (utilised by) operations 


2,079,112 


190,088 

Net cash contributed from the pubiic and State 


10,100,277 


6,010,070 


CASH UTILISED IN INVESTING ACTIVITIES 


Investment in fixed assets 


(9,582,153) 


(3,813,136) 


NET CASH FLOW 


2,597,236 


2,387,022 


CASH EFFECTS OF FINANCING ACTIVITIES 


lncrease/(decrease) in iong-term ioans 

14 

194,702 

(127,594) 

(Increase) in cash investments 

15 

(1,505,494) 

- 

(Increase) in bank and cash 

16 

(1 ,286,444) 

(2,259,428) 



(2,597,236) 

(2,387,022) 
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Ezinqoleni Municipality 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 



2009 

2008 


R 

R 

Reserves 



Reserves consist of : 



Violence Damaged Houses 

274,865 

274,865 

Interim Integrated Development Plan 

162,640 

162,640 

Governance Grant 

162,013 

162,013 

Establishment Grant 

61,175 

61,175 

Integrated Development Plan 

166,241 

166,241 

Local Government Transition Fund 

917,811 

917,811 

Planning Support Grant 

77,064 

77,064 

Municipal GIS Programme 

102,989 

102,989 

Municipal Systems Improvement grant 

989,444 

895,512 

Capacity Building Mechanism- Development Plan 

1,293,304 

1 ,293,304 

Financial Management Grant (FMG) 

68,170 

68,170 

Municipal Assistance Programme (MAP) 

360,430 

313,279 

Municipal Infrastructure Grant 

1 ,226,950 

765,141 

Waste Management 

653,071 

- 

National Lottery grant 

408,422 

- 

Access Road Maintenance 

196,634 

- 

Financial Management Grant (FMG) 

899,148 

976,516 

Home Owners Ploughing 

1,000 

1,000 

Library 

(471 ,798) 

314,760 

CDW Learnership 

70,084 

70,084 

Umsobomvu YAC 

114,760 

- 


7,734,417 

6,622,564 

(Refer to appendix A for more detail) 



Long term liabilitles 



Lease Commitments 

605,716 

411,014 

Less : Current portion transferred to current liabilities 

207,822 

129,912 


397,894 

281,102 

(Refer to appendix B for more details) 



Fixed assets 



Fixed assets at the beginning of the year 

12,353,870 

8,892,280 

Capital expenditure during the year 

9,582,153 

3,813,136 

Less : Assets written off, transferred or disposed of during the year 

8,682 

- 

Prior year adjustment - assets disposed of 

- 

366,197 

Prior year adjustment - assets previously not recognised 

- 

14,651 

Total fixed assets 

21,927,341 

12,353,870 

Less : Loans Redeemed and Other Capital Receipts 

21,321,625 

1 1 ,942,856 

Net fixed assets 

605,716 

411,014 

(Refer to appendix C for more details) 



Short Term Investments 



First National Bank 



Conditional Grant Investment (call account) 

1,097,710 

- 

National Lottery Grant Investment (call account) 

407,783 

- 


1,505,493 

- 


No investments were written off during the year 

No investments have been pledged as security for any funding 
facilities of the council 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 




2009 

2008 



R 

R 

5. 

Debtors 

Property rates 

134,074 



Sundry debtors 

12,587 

8,921 


Deposit 

2,000 

2,000 


Accrued interest 

3,784 

- 


VAT 

627,988 

14,757 



780,433 

25,678 


Less : Provision for doubtful debts 

123,376 

- 



657,057 

25,678 

6. 

Provlslons 




Leave provision 

172,732 

100,771 

7. 

Credltors 




T rade creditors 

1,172,094 

20,697 


Other 

- 

187,446 



1,172,094 

208,143 

8. 

Assessment Rates 




Site valuations at 1 

Actual Income 

Actual Income 


July 2008 

2009 

2008 


Residential 

Commercial : Agriculture only 342,814,000 

57,420 

. 


: Industry 4,920,000 

16,482 

- 


: Agriculture and commercial 18,544,000 

77,653 

- 



151,555 



Valuation on properties was performed and approved on 27 June 2008 
and it came into effect for the first time on 1 July 2008. 



9. 

Flnance transactlons 




Total interest earned or paid: 




Interest earned 

200,006 

- 


Interest paid 

97,541 

95,628 


Capital charges debited to operating account: 




Interest : External 

97,541 

84,721 


Redemption : External 

166,604 

127,594 



264,145 

212,315 

10. 

Approprlatlons 




Appropriation aocount 

Accumulated (deficit) at the beginning of the year 

(5,893,207) 

(6,515,179) 


Operating {deficit)/surplus for the year 

(411,012) 

18,643 


Appropriations for the year : 

1,686,563 

603,329 


Prior year adjustments 

1 1,686,563 1 

1 603,329 1 






Accumulated (deficit) at the end of the year 

(4,617,656) 

(5,893,207) 


Operating account 

Capital expenditure 

Contributions to: 

32,418 

- 


Doubtful debt provision 

123,376 

- 


Leave provision 

88,056 

100,771 



243,850 

100,771 


11. Prlor year adjustments 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 



2009 

2008 


R 

R 

Adjustment in respect of: 

Previous years' operating transactions 

Write off of Learners Revenue stolen in prior years 

(51 ,992) 


Prior years input VAT refunded by SARS 

1,667,773 

- 

VAT Adjustment 

70,782 

- 

Write off of irrecoverable sundry debtors 

- 

(10,870) 

Prepaid expenses 

- 

(5,772) 

Reversal of stale cheques 

- 

156,800 

Reversal of Home Owners Ploughing Reserve 

- 

22,660 

Leave pay provision 

- 

437,156 

MFMA grant expenditure relating to capital assets 

- 

3,355 


1,686,563 

603,329 

Cash generated by operatlons 

(Deficitj/surplus for the year 

(411,012) 

18,643 

Adjustments in respect of: 

Previous years' operating transactions 

1,686,563 

603,329 

Appropriations charged against income: 

243,850 

100,771 

Provisions 

211,432 

100,771 

Fixed Assets 

32,418 

- 

Capital charges: 

264,145 

212,315 

Interest paid 

- on external funds 

97,541 

84,721 

Redemption: 

- of external leases 

166,604 

127,594 

Non-operating expenditure: 



Charged against Provisions 

(16,095) 

(437,156) 


1,767,451 

497,902 

(lncrease)/decrease In worklng capital 

(Increase) in debtors 

(754,755) 

(23,678) 

lncrease/(decrease) in creditors 

963,951 

(199,415) 


209,196 

(223,093) 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 



2009 

2008 


R 

R 

lncrease/(decrease) in long-term loans (external) 



Increase in loans 

361,306 

_ 

Decrease in loans 

(166,604) 

(127,594) 


194,702 

(127,594) 

(lncrease)/decrease In external cash investments 



Decrease in investments 

3,048,993 

- 

Increase in investments 

(4,554,487) 

- 


(1,505,494) 

- 

(lncrease)/decrease in bank and cash 



Cash balance at the beginning of the year 

1,012,593 

(1,246,835) 

Less : Cash balance at the end of the year 

2,299,037 

1,012,593 


(1,286,444) 

(2,259,428) 

Grant expenditure 



Grant operating expenditure consists of : 



Financial Management Grant 

238,612 

255,997 

Municipal Assistance Programme Grant 

222,860 

194,929 

National lottery grant 

900 

- 

Waste Management 

100,003 

- 

Access road maintenance 

224,025 

- 

Umsobomvu YAC 

22,240 

- 

CDW Leanership 

- 

150 

Municipal structure improvement grant 

653,209 

- 

Capacity Support Grant Grant 

- 

189,638 

Capacity Building Mechanism Grant 

- 

47,675 


1,461,849 

688,389 

Capital commitments 



Commitments in respect of capital expenditure: 

- Approved and contracted for 

3,250,451 


- Approved but not yet contracted for 

- 

- 


3,250,451 


This expenditure will be financed from: 



- External sources 



Grants and subsidies 

3,250,451 

- 


19. Capltal Development Fund 

The municipality does not contribute towards a Capital Development Fund. 

20. Related party transactlons 

There were no related party transactions. 


15 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 


2009 2008 

R R 

21. Retlrement beneflts 

The results of the last Interim actuarial valuation of the Natal Joint Municipal Provident Fund which covered a 
twelve month period to 31 March 2008 revealed that the fund had a small deficit of R3 247 000 This is a 
feature of the smoothed bonus policy followed by the fund. This shortfall will be taken into account in 
determining future charges, which will be met by increased employer contributions in future. The fund is 
certified as sound and assets are appropriate given the liabilities. 


22. Remuneratlon of senlor managers 


Munlclpal Manager 


Basic Salary 

382,712 

26,677 

Car allowance 

91,500 

16,000 

Backpay 

21,788 

- 

Housing 

54,000 

13,333 

Other Benefits 

12,000 

8,072 


562,000 

64,082 

Chlef Flnanclal Offlcer 

Basic Salary 

203,825 

42,000 

Car allowance 

108,000 

7,965 

Medical Aid 

10,541 

- 

Backpay 

16,600 

- 

Housing 

84,000 

- 

Other Benefits 

15,749 

23,619 


438,715 

73,584 

Dlrector iTechnlcal Servlces 

Basic Salary 

217,288 

159,148 

Car allowance 

115,500 

126,000 

Backpay 

16,600 

4,314 

Housing 

73,046 

40,561 

Other Benefits 

48,618 

98,845 


471,052 

428,868 

Dlrector: Corporate Services 

Basic Salary 

200,136 

192,826 

Car allowance 

110,000 

88,500 

Backpay 

16,600 

- 

Housing 

60,000 

44,250 

Other Benefits 

27,500 

7,500 

Councillors' Remuneration 

414,236 

333,076 

Mayor 

Basic Salary 

297,130 

255,717 

Car allowance 

105,286 

101,440 

Company contributions 

52,611 

47,248 

Backpay 

29,000 

15,440 

Other Benefits 

15,060 

17,929 

Councillors 

499,087 

437,774 

Basic Salary 

712,989 

676,900 

Car allowance 

280,942 

237,106 

Company contributions 

1 1 1 ,240 

101,755 

Backpay 

71,974 

68,462 

Other Benefits 

74,435 

91 ,374 


1,251,580 

1,175,597 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 


2009 

R 


2008 

R 


24. Bank and overdraft balances 

The Municipality has the following bank account: 

First National Bank - Port Shepstone 
Account Number 620 2494 3153 

Cash book balance at beginning of year 
Cash book balance at end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 

25. PAYE and UIF 

Opening balance 
Current year payroll deductions 
Amount paid - current year 
Balance unpaid (included in creditors) 

26. Penslon and Medlcal Ald Deductlons 

Opening balance 

Current year payroll deductions and Council 

Amount paid - current year 

Balance unpaid (included in creditors) 

27. Counclllor’s arrear consumer accounts 


the 2008/09 financial year. 

28. Audlt fees 

Opening balance 
Current year audit fee 
Amount paid - current year 
Amount paid - previous years 
Balance unpaid (included in creditors) 

29. Value Added Tax (VAT) 

VAT refunds received for the year 
VAT paid for the year 

VAT inputs receivables and VAT outputs receivables are shown in note 5. 
All VAT returns have been submitted throughout the year. 

30. Municlpal Entities 

There are no municipal entities in existence at reporting date 

31. Unauthorised, Irregular, Fruitless and Wasteful expenditure 

31.1 Unauthorised expenditure 

There were no unauthorised expenditure 

31 .2 Fruitless and wasteful expenditure 

There was no fruitless or wasteful expenditure 


2,681,981 


1,012,093 

(1,247,335) 

2,298,537 

1,012,093 

960,100 

(448,344) 

2,299,037 

960,100 

829,582 

878,555 

829,582 

878,555 

- 

- 

893,085 

765,497 

893,085 

765,497 

- 

- 

ear end or during 


338,957 

555,750 

555,750 


- 


537,323 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 


2009 

R 


2008 

R 


31.3 Irregular expenditure 

Reconciliation of irregular expenditure 
Opening balance 

Irregular expenditure for the current year 

Approved /condoned by Council 

Transfer to receivables for recovery - not condoned 


Incident 

Action 

Supply chain management 
deviations - Insurance 
contract extension 

In view of the need to protect the councils 
interest , it was deemed necessary to 
deviate from proper procurement 
procedures to extend the contact of the 
municipality insurers for one year. This 
was ratified by counoil resolution on 26 
August 2008. 


32. Correction of errors 

The comparatives for 2008/09 have been restated to correct differences between the prior year annual financial 
statements and the general ledger as at 30 June 2008. In addition certain corrections have been made to 
correct the prior year amounts as per the general ledger as detailed below: 

Income Statement 

Income 

32.1 Grants and Subsidies 

Previously reported 15,356,949 

Adjustment to agree to general ledger as at 30 June 2008 (2,01 6,1 66) 

Adjustments to correct misstatements (4,001 ,500) 

Restated 9,339,283 


The error arose as a result of conditional grants received during the year being recorded as revenue and 
capital expenditure funded by grants being recognised as revenue. 

Expenditure 


32.2 Salaries, wages and allowances 

Previously reported 4,308,460 

Adjustment to agree to general ledger as at 30 June 2008 1 ,557,079 

Adjustment - expenditure funded by grants (457,286) 

Adjustment - Counoillor Allowance (1 ,268,700) 


Restated 4,139,553 


The error arose as classification errors between salaries, wages and allowances and other categories of 
expenditure. 

32.3 General expenses 


Previously reported 4,403,415 

Adjustment to agree to general ledger as at 30 June 2008 204,442 

Adjustment (3,998) 


Restated 4,603,859 


The error arose as a result of incorrect classification between general expenses and grant expenditure and an 
expense relating to an asset being recorded as an operating expense. 


183,578 

183,578 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 


32.4 Repalrs and malntenance 


2009 

R 


Previously reported 91,130 

Adjustment to agree to general ledger as at 30 June 2008 (15,546) 

Restated 75,584 


The error arose as a result of assets being incorrectly classified as repairs and maintenance. 

32.5 CouncH's general 


Previously reported 

Adjustment to agree to general ledger as at 30 June 2008 
Adjustment - Councillor Allowances reflected under salaries 
Restated 


1,464,594 

(1,119,923) 

1,268,700 

1,613,371 


The error arose as a result of a classification error between salaries, wages and allowances 
and councirs general expenditure 


2008 

R 


32.6 Grant Expendlture 


Previously reported 4,261 ,586 

Adjustment to agree to general ledger as at 30 June 2008 (225,323) 

Adjustment - expenditure reflected under salaries 457,286 

Adjustment - expenditure relating to assets (3,805,158) 


Restated 688,391 


The error arose as a result of incorrect classification between grant expenditure and general expenses/salaries, 
wages and allowances and grant expenditure relating to assets being recorded as operating expenses. 

Balance Sheet 


32.7 Reserves 


Previously reported 7,043,228 

Adjustment to agree to general ledger as at 30 June 2008 (608,237) 

Adjustment 187,573 

Restated 6,622,564 


The error arose as a result of grant receipts and expenditure being incorrectly treated. 

32.8 Accumulated Deflclt 


Previously reported (6,313,872) 

Adjustment to agree to general ledger as at 30 June 2008 1 ,1 66,388 

Adjustment (745,723) 


Restated 


(5,893,207) 


All adjustments that affected the income statement resulted in an adjustment to the appropriation account. 

32.9 Long term llabllltles 


Previously reported 623,801 

Adjustment (212,787) 


Restated 


411,014 


The error arose as a result the two vehicles that were sent back to Toyota during the 2007/08 financial year not 
being excluded from the lease liability. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 


32.10 Fixed assets at cost 


2009 2008 

R R 


Previously reported 8,526,083 

Adjustment to agree to general ledger as at 30 June 2008 (1 ,553) 

Adjustment 3,829,340 


Restated 


12,353,870 


The error arose as a result of expenditure relating to fixed assets not being recorded in the general ledger. 

32.11 Loans Redeemed and Other Capital Receipts 


Previously reported (7,902,282) 

Adjustment to agree to general ledger as at 30 June 2008 1 ,553 

Adjustment - asset additions funded by grants (21 2,787) 

Adjustment - leased assets returned to lessor (3,829,340) 


Restated (11,942,856) 


The error arose as a result of the funding of fixed asset additions and leased assets returned not being 
recorded under other capital receipts. 

33 Contingent liabilities/assets 

There are no contingent liabilities or assets that the Municipality management is aware of at year end. 
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Ezinqoleni Municipality 

APPENDIX A: RESERVES AND PROVISIONS 


Balance at 
30/06/2008 

Contributions 
during 
the year 

interest on 
investments 

Capitai 
Expenditure 
during 
the year 

Operating 
Expenditure 
during 
the year 

Baiance at 
30/06/2009 

R 

R 

R 

R 

R 

R 


Reserves 

Violence Damaged Houses 

Interim Integrated Development Plan 

Governance Grant 

Establishment Grant 

Integrated Development Plan 

Local Government Transition Fund 

Planning Support Grant 

Municipal GIS Programme 

Municipal structure improvement grant 

Capacity Building Mechanism- Development Plan 

Municipal Finance Management Act 

Municipal Assistance Programme 

Municipal Infrastructure Grant 

Waste Management 

National Lottery Grant 

Access Road maintenance 

Financial Management Grant 

Home Owners Ploughing 

Library 

CDW Learnership 
Umsobomvu YAC 


274,865 

- 

- 

162,640 

- 

- 

162,013 

- 

- 

61,175 

- 

- 

166,241 

- 

- 

917,811 

- 

- 

77,064 

- 

- 

102,989 

- 

- 

895,512 

735,000 

12,141 

1,293,304 

- 

- 

68,170 

- 

- 

313,279 

600,000 

42,271 

765,141 

5,994,000 

42,287 

- 

752,000 

13,590 

- 

570,000 

29,469 

- 

403,200 

22,881 

976,516 

250,000 

2,860 

1,000 

- 

- 

314,760 

2,120,925 

34,507 

70,084 

- 

- 

- 

137,000 

- 


- 

- 

274,865 

- 

- 

162,640 

- 

- 

162,013 

- 

- 

61,175 

- 

- 

166,241 

- 

- 

917,811 

- 

- 

77,064 

- 

- 

102,989 

- 

653,209 

989,444 

- 

- 

1,293,304 

- 

- 

68,170 

372,260 

222,860 

360,430 

5,574,478 

- 

1,226,950 

12,516 

100,003 

653,071 

190,147 

900 

408,422 

5,422 

224,025 

196,634 

91,616 

238,612 

899,148 

- 

- 

1,000 

2,941,990 

- 

-471 ,798 

- 

- 

70,084 

- 

22,240 

114,760 


6,622,564 11,562,125 200,006 9,188,429 1,461,849 7,734,417 


Provisions 

Leave provision 

100,771 

88,056 



16,095 

172,732 


100,771 

88,056 

. 

. 

16,095 

172,732 
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Ezinqoleni Municipality 

APPENDIX B: EXTERNAL LOANS 



Interest 

Loan 

Redeem- 

Loan 

Balance 

Received 

Redeemed 

Baiance 


rate 

number 

able 

authority 

at 

during 

or written 

at 





expires 

30/06/2008 

the year 

off 

30/06/2009 








during 









the year 



% 




R 

R 

R 

R 


External loans 


Lease Commitments 


WesBank 

Prime less 1% 

85079531789 

Monthly 

18/08/2010 

86,398 

- 

35,252 

51,146 

WesBank 

Prime less 1% 

85079531816 

Monthly 

18/08/2010 

86,398 

- 

35,252 

51,146 

Toyota Financial Services 

14,336 

86110022326 

Monthly 

01/10/2011 

89,275 

- 

22,486 

66,789 

Toyota Financial Services 

14,321 

86110028380 

Monthly 

01/10/2011 

81,573 

- 

20,551 

61,022 

Toyota Financial Services 

14,283 

86110022150 

Monthly 

01/10/2011 

67,370 

- 

16,981 

50,389 

Toyota Financial Services 

18,50 

86112645861 

Monthly 

01/09/2013 

- 

361,306 

36,082 

325,224 


(Refer to note 2) 411,014 361,306 166,604 605,716 
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Ezinqoleni Municipality 

APPENDIX C: ANALYSIS OF FIXED ASSETS 


Expenditure 

2008 


Rate and General services 

3,813,136 General services 

3,813,136 Total fixed assets 


Less: Loans redeemed and other capital receipts 

Loans redeemed and advances paid 
Contributions ex operating income 
Grants and subsidies 


Net fixed assets 


Budget 

2009 

Balance at 
30/06/2008 

Expenditure 

2009 

Written off, 
transferred, 
redeemed or 
disposed off 
during the year 

Balance at 
30/06/2009 

R 

R 

R 

R 

R 

- 

12,353,870 

9,582,153 

8,682 

21,927,341 

- 

12,353,870 

9,582,153 

8,682 

21,927,341 

- 

11,942,856 

9,387,451 

(8,682) 

21,321,625 

- 

864,582 

42,294 

11,035,980 

166,604 

32,418 

9,188,429 

(8,682) 

1,031,186 

74,712 

20,215,727 

- 

411,014 

194,702 

17,364 

605,716 
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Ezinqoleni Municipality 

APPENDIX D: ANALYSIS OF OPERATING INCOME AND EXPENDITURE FOR THE YEAR ENDED 

30 JUNE 2009 


2008 

Actual 

R 


Note 

2009 

Actual 

R 

2009 

Budget 

R 


Income 



9,339,283 

Grants and subsidies 

12,504,879 

14,158,067 


Property rates 

151,555 

10,000 

9,600 

Rentai Income 

7,281 

7,000 

315,097 

Sundry Income 

37,281 

- 

1,138,519 

Traffic Fines 

90,653 

100,000 

649,986 

Learners appiications 

48,285 

48,400 

11,452,485 


12,839,934 

14,323,467 



Expenditure 




4,139,553 

Saiaries, wages and aiiowances 


6,134,640 

5,726,041 

4,603,859 

Generai expenses 


3,400,398 

8,459,133 

75,584 

Repairs and maintenance 


118,773 

113,000 

1,613,371 

Councii's generai 

23 

1,750,667 

1,747,074 

688,389 

Grant expenditure 

17 

1,461,849 

- 

212,315 

Capitai charges 

9 

264,145 

269,991 

- 

Contributions to fixed assets 


32,418 

- 

100,771 

Contributions to ieave pay 


88,056 

384,733 

11,433,842 



13,250,946 

16,699,972 

18,643 

Net (deficit) /surplus for the year 


(411,012) 

(2,376,505) 
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Ezinqoleni Municipality 


APPENDIX E : DETAILED INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2009 


2008 2008 2008 

Actual Actual Surplus/ 

income expenditure (deficit) 

R R R 

RATE AND GENERAL 

11,452,485 11,433,842 18,643 SERViCES 


11,452,485 


11,433,842 


18,643 

Community services 

11,452,485 


11,433,842 


18,643 

General services 


11,452,485 11,433,842 18,643 TOTAL 


Appropriations for the year 
603,329 (Refer to note 1 1 ) 

621,972 Net surplus for the year 

Accumulated deficit 

(6,515,179) beginning of the year 


Accumulated deficit 

'5,893,207) end of year 
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Budget 

2009 2009 2009 2009 

Actual Actual Surplus/ Surplus/ 

income expenditure (deficit) (deficit) 

R R R R 


12,839,934 13,250,946 (411,012) (2,376,505; 


12,839,934 


13,250,946 


(411,012) 


(2,376,505) 

12,839,934 


13,250,946 


(411,012) 


(2,376,505) 


12,839,934 13,250,946 (411,012) (2,376,505) 


1,686,563 

1,275,551 

(5,893,207) 











Ezinqoleni Municipality 

APPENDIX F: STATISTICAL INFORMATION 



2009 

2008 

2007 

Generai Statistics 




i) Population 

65,000 

59,000 

59,000 

ii) Number of Employees 

42 

32 

40 

iii) Area in square kilometres 

649 

649 

649 


Valuation-Rateable Properties 
Vaiuation-Non-Rateabie Properties 

Date of iast Vaiuation roii approvai 

Property 27 June 2008 


Vaiuation 

Industrial and commercial Properties 
Agriculture and commercial Properties 
Agricultural Properties only 

Assessment Rates cents in the rand 

Industrial 

Agriculture and commercial only 

Agriculture only 

Rebate 


4,920,000 

18,544,000 

342,814,000 


1 .340c/r 
1 .675c/r 
0.067c/r 
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